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BEFORE THE STATE BOARD OF EQUALI ZATI ON
OF THE STATE OF CALI FORNI A

In the Matter of the Appeal of )
CHARLES AND HELGA SCHONFELD

Appear ances:

For Appellants: William G ohne and
Harrison H Sinpson, of
Vebb & Webb, Certified
Public Accountants

For Respondent: A. Ben Jacobson
Associ ate Tax Counse

OPIL NI ON

Thi s agpeal_is made pursuant to section 18594 of
the Revenue and Taxation Code fromthe action of the Franchise
Tax Board on the protest of Charles and Hel ga Schonfel d agai nst
proposed assessnents of additional personal inconme tax in the
anounts of $692.13, $399.57, $1,535.24, and $1,452.31 for the
years 1959, 1960, 1961, and 1962, respectively.

Thi s appeal and the Appeal of Sidney and Marie
Schonfel d are conpani on cases to the Appeal of Continent al
Lodge, this day decided. Certain autonobile, travel, and
pronotion expense deductions clained by Continental Lodge
were disallowed by respondent as beln% expendi tures for the
personal benefit of its officer-stockhol ders, Charles and
Sidney Schonfeld, rather than ordinary and necessary business
expenses of,the corporation. Also disallowed for the sanme
reason was an amount expended by the Continental Lodge on
a European trip taken by Charles Schonfeld and his wfe,
Hel ga. The disallowed amounts attributed to appellants’
personal benefit were included in their incone as dividend
di stributions.

-129-



Appeal of Charles and Helga Schonfeld

_ Since we sustained respondent's determnation
in the Appeal of Continental Lodge, it follows that the
di sal | owed anounts were properTy rncluded in appellants'
personal income for the years in question. (Rev. & Tax.
Code, § 17071; Appeal of Jack ¥. and Ruth-Sinpson, Cal.

St. Bd. of Equal., Feb. 3, 1965, Appeal of Howard N. and
Thel ma Giimore, Cal. St. Bd. of Equal., Nov. 7, I19061.)

A separate issue raised by this appeal concerns
t he proper annual depreciation allowances for two apartmnment
bui | di ngs which appel lants either own or have an interest in,
The first of these is a 36-unit aPartnent bui | di ng known as
the Continental Suites, which is |ocated adjacent to the
Continental Lodge. It is of the same type construction as
the Lodge and is |eased to the Lodge to provide acconmoda-
tions for overflow custoners of the Lodge and for those who
w sh hotel services. The Continental Suites is owned by
Charles and Sidney Schonfeld as partners.

~ The partnership conputed annual depreciation on
the Continental Suites for 1961 and 1962 on the basis of a
25-year estimated useful life. Respondent reconputed the
partnership's allowabl e depreciation deduction on the basis
of an estimated useful life of 40 years, the proper conposite
rate for apartment buildings, including conponents, according
to Bulletin F of the Internal Revenue Service. The increase
in partnership income which resulted fromthis adjustnent
gave rise to portions of the proposed additional assessments
agai nst appellants for 1961 and 1962.

The other property is a 24-unit apartment building
| ocated on El Camino Real in San Mateo, and owned b¥ appel | ant
Charles Schonfeld. In conmputing net rental incone fromthat
bU|Id|ng in 1960, 1961, and 1962, appellants conputed the
annual depreciation deduction on the basis of-an estimated
useful life of 25 years. Respondent, again relying on the
figures set forth in Bulletin F of the I'nternal Revenue
Service, reconputed depreciation on the San Mateo apart nent
buil ding and 1ts component-parts, using an estimated usefu
life of 40 years.

In support of their contention that each of these
apartnent buildings had an estimated useful life of only 25
years, appellants make the sanme or conparable arguments as
those made in Appeal of Continental Lodge, with respect to
the proper estimated useful Tife of the Lodge. For the sane
reasons stated in our opinion in that appeal, we conclude
t hat appellants have falled to ,orove respondent's determ nation
as to the estimted useful lives of the Continental Suites and
the San Mateo apartnent building to be incorrect.
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Appeal of Charles and Helga Schonfeld

Anot her issue originally raised by this appeal
was settled prior to the oral hearing. Appellants conceded
that the anounts which they received fromtheir corporation
Continental Lodge, to reinburse themfor their uninsured
medi cal expenses in each of the years on appeal were
includible I n their personal income. Respondent stipulated,
however, that appellants were entitled to deductions for
medi cal expenses paid in those years in accordance wWith
the provisions of relevant statutes in effect at the tinme.

Pursuant to the views expressed in the opinion of

the board on file in this proceeding, and good cause appearing
therefor,

- I T 1S HEREBY ORDERED, ADJUDGED AND DECREED, pursuant
to section 18595 of the Revenue and Taxation Code, that the
action of the Franchise Tax Board on the protest of Charles
and Hel ga Schonfel d agai nst proposed assessnments of additional

ersonal income tax in the amounts of $692.13, $399.57,
1,535.24, and $1,452.31 for the years 1959, 1960, 1961,
and 1962, respectively, be and the same is hereby nodified
in that appellants are to be allowed nedical expense deductions
for each of the years on ap?eal In accordance wth the statutes
in effect in thoSe years. In all other respects, the action
of the Franchise TaX Board is sustained

Done at wsaeramento » ~Galifornia, this 10th day
of May , 1?3367,aby the State Board of Equalization.
/\ . n __, Chairnan
/ : 2 4
,>4&%aniég7 5éé%vbc4{;/, Menber
. g /Z/’{//)'(/Z—» ) I\/bnber
(;ﬁdaéa AL -'2/ , Member
. T/
e / ~ , Member
ATTEST: // 4 Cegrem | Secretary
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